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CHAPTER! 
INTRODUCTION 
1.1 The Problem : 
Development of close economic ties with neighbours is 
an important objective of India's external economic relations. 
But this objective seems to have been realised in a limited 
way in the case of India's exports to Bangladesh over the 
period 1971-72 to 1991-92. During this period India's exports 
to Bangladesh as a proportion of her total exports failed to 
register a rising trends Further, the dynamism witnessed in 
exports in the initial years of the emergence of Bangladesh 
was also found missing in most of the years under study. 
This was mainly because of the fact that Indo-Bangladesh 
relations were characterised by the existence of a number 
of contentious issues during this period. These issues 
included: 
(i). The sharing of the water resources of common rivers, 
Including that of the Ganges^. 
1^ For details see Table 4.2 of chapter 4. 
2. Fortunately this issue has been resolved to a greater 
extent by the signing of the agreement between the 
two countries on Dec. 12, 1996. For detail see Data 
India (A weekly Digest of Indian News) Jan. 1-7, 
1997. p.10. 
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(ii). Implementation of the 1974, Land Border Agreement in 
general, and accord on leasing of Tin corridor to 
Bangladesh in particular; 
(i i i). India's policy towards ethnic insurgency in the 
Chittagong Hill tracts; 
(iv). Demarcation of maritime boundaries and the ownership 
of south Talpathy Island; 
(v). Trade imbalance in favour of India; 
(vi). Smuggling and illegal cross border activities;^. 
If these issues are resolved the prospect for India's 
exports to Bangladesh will increase considerably The 
reasons for this are not difficult to find out. 
Geographically Bangladesh is India locked. Barring a 
small border with Burma over a highly difficult terrain in the 
south east of the country, Bangladesh is surrounded by 
India on three sides. Bangladesh and India shares the 
common river basin of Ganga and Brahmaputra rivers. Thus, 
3^  See A.K.M. Abdus Sabur, "Bangladesh India Relations^ 
An Overview," Bastimpillai Bertaram (edited); India and 
her South Asian neighbours. S.W.R.D. Bandaraiks 
National Memorial Foundation, Colombo, New Delhi, 
1992 pp. 156-158. 
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geographical proximity with India dictates close economic 
co-operation between the two countriesV It wi l l help India 
and Bangladesh to enjoy iocational advantages in 
transporting the commodities for each other. 
Historically, Bangladesh was a part of India as East 
Bengal and was separated from India as East Pakistan after ' 
the partition of the country. This East Bengal used to 
import a wide range of goods from India which included 
coal, manufactures of iron and steel, machinery, engineering 
and building materials, vehicles and transport equipment, 
vegetable Oil etc. Export to India consisted of raw jute, 
f ish, raw hides and skins, rice etc.^. This natural economic 
links between the two countries could easily be exploited 
which may give a boost to international trade. 
Further economy of India and Bangladesh are 
complementary to each other to a great extent. This 
complementarity of both the economies could be easily 
turned into economic benefit. 
Bangladesh economy is basically rural. Mostly farmers 
4. ibid.^ pp. 156-158. 
5. Kalyan Dutt, Bangladesh Economy. Peoples Publishing 
House, New Delhi, 1973 p. 240. 
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are small and use ancient methods of production to produce 
the staple food such as rice. The major cash crop is jute 
and account for nearly half of the total world supply. Jute 
processing is also the most significant export earning 
industry. Fishing and tea production are now assuming 
important place in the economy. On the other hand, India 
has been able to achieve greater degree of industrialisation 
and thus Bangladesh-India co-operation could play a vital 
role in the socio-economic development of the country^. 
Further more both India and Bangladesh have 
launched a trade reform programme with the objectives of 
streamlining procedures, rationalising and reducing tariffs 
and other import duties, and gradually eliminating import 
prohibition and quantitative restrictions. Both countries can 
take advantage of this policy of movement towards an open 
economy of each other. The two countries in the SAARC 
region are also committed to regional co-operation within 
the framework of South Asian Association of Regional 
Co-operation (SAARC) and South Asian Preferential Trade 
Arrangement (SAPTA). The SAPTA is an umbrella framework. 
It seeks to contribute to the process of l iberalisation of 
6^  Bastiampillai Bertram (edited). Op. cit. pp. 157-162. 
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i n te r reg iona l trade and makes prov is ions for spec ia l and 
favourab le treatment to the least deve loped count r ies In the 
SAARC reg ion^ 
1.2. Objective of the Study: 
The main object ive of th is study is to eva luate Ind ia 's 
expor t performance to Bang ladesh dur ing the per iod 1971-72 
to 1991-92. 
Wi th in the farmwork of th is broad ob jec t i ve , the 
spec i f i c object ives set out for the study are as fo l lows : -
( i ) . To review India's expor ts to Bang ladesh dur ing the 
per iod 1971-72 to 1991-92 ; 
( i i ) . To ident i fy the fac tors that af fect India 's expor ts to 
Bangladesh and prevent it f rom set t l ing down to a 
t rend ; and 
( i i l ) . To examine the p rospec ts of India 's expor ts to 
Bangladesh. 
1.3. Data Base and Methodology: 
The study has as its per iod of re ference the years 
f rom 1971-72 to 1991-92. Data have been co l lec ted f rom 
7~. Mammen Mathew (ed i ted ) . Manorma Year Book. Kera la . 
1997, p. 304. 
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the secondary sources wh ich include pub l i ca t ions of var ious 
authors as wel l as the publ icat ions of the Gov ts . Month ly 
stat is t ics of fo re ign t rade of India pub l i shed by the 
Directorate Genera l of Commercial I n te l l i gence and 
Stat is t ics . Min is t ry of commerce , Govt, of Ind ia , Ca lcu t ta . 
Economic Survey, Pub l i ca t ions of economic In te l l i gence 
Serv ice, Bombay, S ta t i s t i ca l year Book of Bang ladesh , 
publ ished by Bang ladesh Bureau of s ta t i s t i cs , Dhacca are 
the major sources of da ta . Due acknowledgement has been 
given to them at approp r ia te p laces. The me thodo logy used 
in this study is s imple and analy t ica l and does not go 
beyond ca lcu la t ions of percentages and a r i thmet i ca l 
averages. 
1.4. Plan of Study: 
The study is d iv ided into six chap te rs inc lud ing 
in t roduct ions or the present one. Chapter 2 g ives an 
overview of the economy of Bangladesh and a lso h igh l ights 
the deve lopments that have taken p lace in it over the 
per iod of t ime. Chapter 3 presents the main f ea tu res of 
t rade and payment agreement s igned be tween India and 
Bangladesh dur ing the per iod under study. Th is is fo l lowed 
in chapter 4 by an analys is of Ind ia 's expor ts to 
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Bangladesh during the period 1971-72 to 1991-92. In 
chapter 5, an attempt has been made to identify the major 
problems and prospects of India's exports to Bangladesh. 
Finally chapter 6 presents the main conclusions of our 
study. 
CHAPTER-2 
ECONOMY OF BANGLADESH: A PROFILE 
2.1 Introduction: 
The aim of this chapter is to give an over view of 
the economy of Bangladesh as well as the recent 
developments that have talcen place in it. While doing st , 
we also give a brief account of geographical facts, the 
poli t ical setting and the people of Bangladesh in section 
2.2. This is followed by a discussion of the growth and 
structure of the economy of Bangladesh in recent years in 
section 2.3^ while the importance of the external sector is 
analysed in section 2.4. The f inal section summarizes the 
main conclusions of the present chapter. 
2.2 Some Geographical facts. Political setting and the People: 
Bangladesh is located between latitudes 20° 34' and 
26''38' north and longitudes SS-Or and 92' '41' east. It is 
abutted mostly by India with a small strip on the south east 
being bordered by Burma. 
Bangladesh has copious rivers and canals and lies 
near sea level. It extends over the wet, flat plains 
composed by the Padma, Jumna and Surma rivers which are 
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also popular as Ganges, Brahmaputra and Meghna rivers, 
respectively. The only upland is found along the northern 
borders and In the Chittagong Hills of south east. Its area 
is 144,000 sq.km. 
The population of the country is placed at nearly 109 
million which has been growing at an annual rate of 2.7%. 
In 1985. population density was fixed at 699 persons per 
sq.km\ 
The climate of Bangladesh is tropical. Monsoon, is 
characterized by high temperature for about eight months of 
the year;' by high humidity and heavy summer rain fa l l ; and 
by small ranges of temperature. Temperature maxima in the 
summer months lie normally between 91"'F and GS'T though 
lOO'F is occasionally exceeded, except for the Chittagong 
coast, April, not May, registers the highest mean monthly 
temperature, though the fall from April to May is very 
slight, as indeed it is through the succeeding three months. 
September and October commonly, though not universally, 
register a slight rise. Summer minima hardly ever go below 
79°F anywhere on the plains and the summer daily range of 
T. YTP Paut, Trade & co-operation in South Asia 
(Nepalese perspective), Vikas Publishing House Pvt. 
Ltd., 1991. PP 24-25. 
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temperature, though reach ing 24.3' 'F in a very l im i ted area 
of North Bengal , exceeds 12''F almost no where e lse in the 
country. 
The short w in ter lasts from about the end of 
November to mld-fetaruary. The lowest min ima in January , the 
coldest month, rare ly dip below SO'F and the lowest 
January maxima ever exceed yS'F. The da i ly range of 
January temperature rarely exceed SO'F. 
The whole of North Bengal reg is ters re la t i ve ly high 
pressures, though the co ld weather d i s tu rbances somet imes 
penetrate into the a rea . From the h igh p ressu re belt 
pressures fa l l to the sou th , especia l ly to the sou th east on 
the Chit tagong coast , but almost every where w in te r ra in fa l l 
is negl ig ib le. Pressures are lower in the monsoon season 
reaching their lowest over the whole coun t ry in June and 
July. 
In Bangladesh the monsoon means ra ins f rom June to 
September or October, not, as e lsewhere . The South West 
Wind that crosses the Bay of Bengal and br ings rain on 
the Bangladesh coast , except the Ch i t tago ing coast in the 
south east, it is essent ia l ly a South W ind , but the fur ther it 
10 
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penetrates into country the more it swings north west. 
Along its leading edge depressions with squalls are 
common, giving heavy downpours, but behind it, where the 
monsoon is fully established, weather conditions are less 
disturbed, though the rains remain heavy with periodic 
spells - the "breaks in the monsoons". 
The departing monsoon in October, like the incoming 
monsoon in June, is characterized by disturbances, which, 
unlike the nor' westers are cyclonic in nature and are 
experienced mainly in the south of the country. Over the 
last hundred years cyclones of extreme severity have been 
experienced at intervals of 20-22 years^. 
Bangladesh became a sovereign independent country 
on Dec. 1971. Sheikh Mujibur Rahman (1920-75) leader of 
the Awami League, became the first Prime Minister of 
Bangladesh. But he was assQJCfna,^ ei Ivi a coup In 1975. 
Several more coups followed and martial law continued until 
1991, when Begum Khaleda Zia, leader of the Bangladesh 
National party, was elected Prime Minsiter. 
Although the original constitution of Bangladesh 
2^  Nafis Ahmad. New Economic Geography of BanqladesTT 
Vikas Publishing House, New Delhi. 1976, PP. 6-20. 
11 
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es tab l i shed a par l iamentary Govt , under an e lected pr ime 
min is ter and pres ident , years of mart ia l law 
d i s rup ted this system. Under the new regime (When Begum 
Kha leda Zia, leader of Bang ladesh Nat ional party, was 
e lec ted P.ime Minister in 1991) president may not be 
e lec ted for more than two consecu t i ve te rms, each of f ive 
years . 
The great major i ty of the people of Bang ladesh are 
Mus l im ethnic Bengal is . However , there is a s ign i f i can t 
H indu minor i ty, and Buddh is ts in the Chi t tagong reg ion . 
C lass ica l Indian cu l tu re , par t i cu la r l y music and dance ex is ts 
a long side Bengal i cul ture and Weste rn c inema and spo r t s 
2.3 Growth and Structure of the Economy: 
Bangladesh grew at the rate of 5.8% per annum 
dur ing the period of 1973 to 1980. Most of the g rowth 
however took place dur ing per iod of the f i rst f ive year 
plan (1973-78) , which had a imed at an annual rate of 
g rowth of 5.5% in G.D.P. but ac tua l ly ach ieved a h igher 
growth rate of 6.7% per a n n u m . The second f ive year p lan 
covered the per iod 1980-85. Targeted growth rate in G D P . 
3^ V ic tor ia Egan & Graham Bateman, (ed i ted) ; The 
Encyc lopedia of Wor ld Geography . Rajendra Pub l i sh ing 
House Pvt. L td . , Bombay. 
12 
CHAPTER-2 E C O N O M Y OF BANGLADESH: A PROFILE 
dur ing this plan period was 8.4% per annum but ac tua l 
growth rate at 8.8% per annum also exceeded the ta rge t . 
Th i rd plan covered the per iod 1985-90, env isaged a growth 
rate of 5.4% per annum in G.D.P." but ac tua l ach ievement 
at 4 .3% fel l short of the target^. The economy grew at 
3.8% and 3.7% dur ing 1990-91 and 1991-92 respect ive ly . 
Table 2.1 gives some impor tant in format ions about the 
economy of Bangladesh for the period 1985-1992. From the 
tab le it is evident that the popula t ion of Bang ladesh has 
increased in absolute terms but the percentage increase in 
popu la t ion was 2 .22% in 1985 which increase to 2 .25% in 
1986 but dropped to the level of .88% in 1987 which 
fu r ther increased to 1.92% in 1983 and 1.89% in 1989 
(Percentage increase are shown with respect to the 
preced ing year) . Per capi ta G.N.P. showed inc reas ing t rend . 
Share of agr icul ture dec l ined but share of indust ry showed 
marg ina l increase. Serv ices sector no doubt showed 
s ign i f i cant rise and G.D.P. at current and contant pr ices 
showed f luctuat ing t rend . 
Bangladesh is heavi ly dependent on fo re ign a i d . This 
is revealed by the data p resented in Table 2 .2 . It can be 
4^ Economic prof i les of 55 major coun t r ies . Op. c i t . P. 11 . 
5. Europa Wor ld year book. Vol . I, Europa Pub l i ca t ion 
1926. p. 467. 
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seen f rom the table that fo re ign aid cont r ibuted 71 .9% of 
ac tua l out lay in the f i rst p l an . This cont r ibut ion increased 
fu r ther to 76.8% in. the two year plan but decl ined to 63 .5% 
in. the second plan. In the th i rd p lan , the aid content was 
6 4 . 4 % of actual plan ou t l ay^ 
Such a heavy dependence on fore ign aid was due to 
low level of sav ing. Dur ing the f i rst decade of 
independence savings were low. There was a modest rise in 
Na t iona l saving from ear ly 1980's to 1987 because of 
in f lows of remit tances f rom Bang ladesh i workers abroad but 
domest ic saving showed l i t t le improvement . Since 1987, both 
domest ic and National sav ings have dec l ined, due to 
i nc reased demand for consump t i on expendi ture to meet 
ex igenc ies of f loods. Domest i cs saving in 1990 was only 
1.6% of G.D.P. as against 2% in 1989 and 2.5% in 1988. 
Na t iona l saving decl ined f rom 6% in 1983 to 4.3% in 19908. 
Bangladesh economy is essent ia l l y agr icu l ture based 
a l t hough the cont r ibut ion of agr icu l tu re in G.D.P. has 
beendec l in ing as d iscussed in the preceding pages. 
7. Kr ishnalekha Sood, Trade and Economic Deve lopment , 
Saga Publ icat ions. New De lh i , 1989, p. 33. 
8. Ghanshyam N. S ingh , The Economy of the SAARC 
Nat ions. Anmol Pub l i ca t i ons , New Delh i , 1993, p. 29 . 
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TABLE 2.2 
B A N G L A D E S H - F I N A N C I N G OF THE PLANS 
(TK IN B I L L I O N ) 
Plan Plan Size Actual 
out lay 
Gross aid 
in f low 
First plan 
(1973-78) 
Two year plan 
(1978-80) 
Second plan 
(1980-85) 
Th i rd plan 
(1985-90) 
44.5 
38.6 
172.0 
386.0 
20.7 
33.6 
152.9 
386.0 
14.9 
(71.9) 
25.8 
(76.8) 
97.1 
(63.5) 
210.2 
(54.4) 
Note:- Figures wi th in brackets stand for share of gross 
aid inf low in ac tua l outlayotterms of pe rcen tages . 
Source:- Kr ishnalekha Sood , Trade and Economic 
Development . Saga Pub l ica t ions , New De lh i , 1989, 
p. 33. 
Agr i cu l tu re provides l i ve l ihood for about 75% of the 
popula t ion^. Major ag r i cu l tu ra l products inc lude r ice , Jute, 
9^ As ian Development Bank, Human Resource Pol icy and 
Economic Deve lopment (Selected Country S tud ies ) , 
Mani la , 1990, p.28. 
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sugar cane, wheat and pu.lses^°. In the tab le below 
product ion of some of the major crops of Bang ladesh are 
g iven. Agr icu l tu re prov ides r ice, as the s tap le food of the 
TABLE 2.3 
BANGLADESH - CROPE PRODUCTION 
(1) 
(2) 
(3) 
(4) 
(5) 
(6) 
Crope 
Rice 
Jute 
1972-73 
10.96 
6.50 
Sugar Cane 5.31 
Oil Seeds 
Pulses 
Wheat 
Sources:- 1 . 
2. 
2.73 
0.29 
0.10 
1989-90 
17.57 
0.83 
7.31 
0.43 
0.51 
0.88 
Naf is Ahmad , Op.cit p 
The EuroDa World 
Londan , 1995, p .491 . 
1990-91 
17.85 
0.98 
7.68 
.44 
0.52 
1.00 
. 64 . 
Year Book 
1991-92 
18.25 
0.97 
7.45 
0.46 
0.52 
1.07 
Vol . 1, 
countr ies popu la t ion and ju te as a s ingle major expor tab le 
crope. Product ion of rice was 10 mil l ion tons where as jute 
product ion was 6.5 mi l l ion tons in 1972-73. P roduc t ion of 
rice has inc reased to 18.26 mil l ion tons in 1991-92 where 
as product ion of Ju te dec l ined to 0.97 mi l l ion tons in 1991 -
92. Product ion of some other major cropes the sugarcane , 
oil seeds, pu lses and wheat are also shown in the table 
10. Indian Ins t i tu te of Foreign Trade, T rad ing wi th the 
World (Count ry Prof i les) . New Delh i , 1968, p. 365. 
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above . About 2/5 of gross domest ic product or ig inates 
pr imar i ly f rom agr icu l tu re" . Rice and wheat together account 
for 6 0 % of average house hold expend i tu re and 85% of 
to ta l ca lor ie intake . Tea which is impor tant cash crope 
con t r ibu tes 2% of G.D.P. and around 6% of to ta l 
merchand ise export earning. Tea p lan ta t ion in Bangladesh is 
low y ie ld ing because of uneven ra in fa l l and temperature and 
chron ic shor tage of both deve lopment and work ing capitaP^ 
Crope sector is the most prominant sector and 
accoun ted for about 38% of the coun t ry ' s G.D.P. and three 
quar te rs of the agricul tural sector output dur ing 1985-86. It 
grew by 1.8% during 1976-81 and 2 . 1 % dur ing 1981-85. 
Hence, agr icu l tura l output dec l ined by 1 % but for sus ta ined 
economic development to ta l agr i cu l tu ra l output and 
produc t iv i t y per man must i nc rease . Being the predominant 
sector of the economy, it is the main source of food to non 
agr icu l tu ra l populat ion, raw mater ia l to the leading indust r ies 
i.e. j u t e , tex t i le , the source of main i tems of exports i.e. 
raw j u te , tea , f ish etc. and sav ings for both agr icu l tura l and 
non agr icu l tu ra l populat ion. 
l T Kalyan Putt , Bangladesh Economy. Peoples Pub l i sh ing 
House, New Delhi, 1973, p. 20 . 
12. India Back Grounder Serv ice , Indo-Banqla Ties (A 
Weekly reference Serv ice) , Vo l . X I , No. 13 (535) , June 
30 1986, PP. 1294-95. 
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Agricul ture in B a n g l a d e s h , however, is faced wi th a 
number of problems such as uncer ta in monsoon and lack of 
ava i lab i l i ty of adequate water supply, high dens i ty and 
growth of popu la t ion, lack of non agr icu l tu ra l emp loymen t 
oppor tun i t ies leading to un l im i ted supply of cheap labour on 
ag r i cu l t u re " . 
Ma\OT industr ies of Bang ladesh are urea, fe r t i l i ze r j u te , 
tex t i l e , rerol led steel p roduc ts , crude steel i ngo ts , paper 
and newspr int , ref ined sugar, pet ro leum products , chem ica l s , 
o ther food products, co t ton yarn and clothes-
Table 2.4 shows the gross value of i ndus t r i a l 
product ion by major i ndus t r ia l groups. The tex t i les sector , 
cons is t ing of ju te and co t ton tex t i les , accounted for 3 1 % of 
to ta l manufactur ing in 1983 -84 , fo l lowed by ano ther 15% by 
chemica l and chemica l p roduc ts which are now prov id ing 
important fer t i l izer inputs . Leather and leather goods and 
paper and paper products a lso have a large share and form 
important items in the expor t l ist . Food p rocess ing , wh ich 
forms 15% of to ta l m a n u f a c t u r i n g , also prov ides impor tan t 
export items such as p rocessed f ish and prawns. There has 
a lso been a large growth in basic metals due to a th ree 
13. Kalyan Du t t ^ Q^^.c j t PP. 201-203. 
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TABLE 2.4 
GROSS VALUE OF INDUSTRIAL PRODUCTION IN 
BANGLADESH 
(IN TK MILLION) 
INDUSTRIAL GROUP 
(1) Food, beverages & 
tobacco 
(2) Textile, Wearing apparel & 
leather industries 
(3) Wood & Wood products, 
including furniture 
(4) Paper and paper products, 
printing & publishing 
(5) Chemicals & chemical 
petroleum, coal, rubber & 
plastic products 
(6) Non metallic mineral 
products except petroleum 
& Coal 
(7) Basic metal industries 
(8) Fabricated metal products, 
machinery & equipment 
(9) Other industries & 
handicrafts 
Total 
Source:- Krishnalekha Soc 
Saga Publication, 
1983-84 
12,699 
18,124 
191 
2.195 
14.184 
952 
1,531 
4.247 
185 
54,308 
d. Trade and 
1989. p. 39. 
1984-85 
10.648 
20,055 
210 
2,427 
15.586 
914 
1,916 
7,079 
81 
58,916 
Economic 
1985-86 
10,644 
18,570 
208 
2,526 
16,403 
1,163 
1.986 
5,100 
181 
56,781 
Development, 
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fo ld inc rease in scrap f rom ship breathing which is now 
supp ly ing 70% of basic steel inputs to s tee l mills and steel 
using indus t r ies . Most of the fast g row ing industr ies have 
also been the most labour in tensive ones^^ 
Natu ra l gas is the Bang ladesh r ichest mineral 
resource- Its to ta l reserves are es t ima ted to be about 400 
b in . cubic meters^^ There are 13 gas f ie lds from which 
natura l gas is avai lable to meet the requirements of 
industries^®. 
Other major minerals inc lude sa l t , l ime stone and 
Ko l in . M inera l reserves inc lude heavy mineral sands, 
con ta in ing l lemin i te , monazi te and z i r c o n , low grade coal 
and peat^^, 700 min tonnes of coa l reserves are supposed 
to be present in the west zone of Bang ladesh but these 
are at great depth and of low quality^^ and efforts are 
under way to exploi t them wi th i n te rna t iona l ass is tance. 
E lec t r ic i ty is produced by both the rma l andhyd roe lec t r i c 
p rocess . Total generat ion of e lec t r i c i t y amounted to 3,433 
T T Kr ishna lekha Sood, Op. cit p. 39 . 
15. Economic prof i les of 55 major count r ies^ Ofi. cit p. 9. 
16. Govt . of the peoples Repub l ic of Bang ladesh, 
S ta t i s t i ca l Year Book of Bang ladesh . Dhaka, 1984, P. 
6. 
17. The New Encyclopedia Br i tann ica Vo l . 1, 1768, p. 867. 
18. Econmic prof i les of 55 major coun t r ies Op. cit p. 9. 
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mi l l ion ki lowatt hours in 1982-83 . Hydro e lectr ic pro jec t , 
wh ich is located at Kapt i in the Chi t tagong Hi l l t rac ts 
p roduces 130 m.w. e lect r ic i ty , lime stone, the basic raw 
mate r ia l for the product ion of cement are found in some 
p laces . Besides, these major m ine ra l s , other minera ls are 
hard rock, l igni te, s i l ica, sand , whi te clay etc. 
Extensive radio act ive sand deposi ts are found al l 
a long the beaches from Kutubd ia to Teknof, reserves of 0.5 
mi l l ions tons of sands con ta in ing a s ign i f icant amount of 
\LS€able heavy minerals are es t imated to be present in th is 
r eg i on . Salt is extracted f rom the evaporat ion si tes of the 
coas ta l area of Chi t tagong and Cox's Bazar d is t r ic t . There 
are also possibi l i t ies of oi l depos i ts in the country , e f fo r ts 
are being made for its explorat ion^^. 
2.4 Importance of the External Sector:-
The ratio of impor ts and exports to the Gross 
Domest ic Product is a c rude but widely used index of the 
size of a country 's fo re ign sector. Judged by th is index 
Bang ladesh appears to be charac ter ised by a smal l f o re ign 
sector . In 1974, for examp le , approx imate ly 12% of 
coun t ry ' s G.D.P. was impor ted and it increased to an 
19. 1983-84, Statistical Year Book of Bangladesh^ 0 £ , cit p. 6. 
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TABLE 2.5 
BALANCE OF TRADE OF BANGLADESH 
(CRORE TAKA) 
YEAR 
1973-74 
1974-76 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90(p) 
EXPORT 
298 
314 
555 
667 
718 
963 
1100 
1148 
1239 
1802 
2014 
2622 
2739 
3368 
4116 
4268 
5012 
IMPORT 
732 
1084 
1470 
1399 
1822 
2207 
3052 
3729 
3873 
4526 
5087 
6826 
6292 
6849 
9158 
9507 
10494 
BALANCE 
-434 
-770 
-915 
-732 
-1104 
-1244 
-1952 
-2581 
-2634 
-2724 
-3073 
-4204 
-3553 
-3481 
-5042 
-5238 
-5481 
Note:- Taka = 100 pa isa , crore = 10 mi l l ion 
Sources.-
(1) Bang ladesh Bureau of Sta t is t ics . S ta t i s t i ca l Pocket 
Book of Bang ladesh . Dhaka 1986. 
(2) Bang ladesh Bureau of Stat is t ic . S ta t i s t i ca l Year Book 
of Bang ladesh . Dhaka. 1991 . 
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average of 16% of G.D.P. between 1980 and 1986, whi le 
exports amounted to 6% of G.D.P. through o u t " . Nevertheless 
t rade is of s t rategic impor tance for Bangladesh as It 
enab les the count ry to obta in essen t ia l imports by export ing 
goods and Serv ices. 
Table 2.5 shows the growth of merchandise t rade 
dur ing the per iod 1973-74 to 1989-90 . Imports which 
amoun ted to TK 732 crore in 1973-74 had by 1989-90 r isen 
to TK 10494 crore. The growth of expor ts over this per iod 
was smal ler . It had increased f rom TK 298 crore to TK 
5012 c ro re . Consequent ly Bang ladesh suf fered a large 
ba lance of t rade def ic i t over the years . Bang ladesh expor ts 
are main ly of ready made garment , ju te manufacture , and 
raw j u t e , f ish shrimps and f rog legs , hides and sk ins, 
lea ther goods and tea. Whereas impor ts i tems include 
mach inery , t ranspor t equ ipment , whea t , chemica ls , crude o\\ 
and T\ce^\ 
2.5. Concluding Remarks:-
Bang ladesh st i l l comes under the category of under 
deve lopment country 's of the wo r l d , ag r i cu l tu re , basical ly is 
p r im i t i ve t ype , modern methods are res t r ic ted to few rich 
20 . Kr ishna lekha Sood, 0 £ . a t p. 45 . 
2 1 . The New Encyclopedia Br i tann ica ,Vo l . I , 0 £ . c i j p. 867. 
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farmers. On industrial front, modern industries are now 
coming up but stil l a lot have to be done to make them 
competitive in the world market. On trade front, Bangladesh 
is a deficit country, exportable surplus need to be created 
to purchase foreign goods. 
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INDIA'S TRADE AND PAYMENT 
AGREEMENTS WITH BANGLADESH 
3.1 Introduction: 
Trade between India and Bang ladesh is conduc ted 
mainly on the basis of trade ag reements between the two 
coun t r i es . Accord ing ly the main theme of th is chapter is to 
present the important features of the t rade and payments 
agreements signed between India and Bang ladesh dur ing the 
per iod 1971-72 to 1991-92. In sect ion 3.2 we br ief ly discusttiA 
the t rade and payments agreement s igned in 1972. This is 
fo l l owed by a discussion of the t rans i t fac i l i t y ex tended , by 
Bang ladesh Govt, to Indian expor ters in sect ion 3.3. This 
sect ion also includes the d isscuss ion on the three year 
t rade and payment agreement of July 5, 1973. Sect ion 3.4 
gives- the detai ls of the t rade agreement of Dec. 1974 
which marked the beginning of t rade between the two 
count r ies in convert ible cur renc ies and subsequent s ign ing 
of water pact on Sept. 17, 1984. Sect ion 3.5 deals with the 
s ign ing of SAARC by Indian and Bang ladesh Govt and 
ex ten t ion of trade and payment ag reement . Sect ion 3.6 
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summar izes the main conclusions of this chapter. 
3.2. Indo-Banaladesh Trade Agreement of 1972:-
Independent state of Bang ladesh s igned the f i rst t reaty 
of f r i endsh ip , co-operat ion and peace wi th India for 25 
years on March 28, 1972. A long w i th th is t reaty a t rade 
pact for one year was also s igned between' the two 
coun t r i es . This trade pact came into ef fect f rom March 29, 
1 9 7 2 ^ 
This t rade pact between India and Bangladesh was 
cons ide red a landmark in the h is tory of t rade re la t ions 
be tween the two countr ies and env isaged a two way 
ba lanced t rade of Rs. 50 c rores . The two count r ies also 
agreed to extend Most Favoured Nat ion t reatment to each 
o ther ' s commerce^. Further it was agreed that if any t rade 
c roses the cei l ing, payments were to be made in f ree 
fo re ign exchange. 
On border trade, the agreement inc luded the faci l i ty of 
spec ia l permits to persons who l ived in 16 km of lands . 
cus toms f ront iers . The trade was to be regu la ted to prevent 
y. Vadi la l Daghi i . India's Fore ign Trade. K.K. Vora and 
Company, 1973, p. 136. 
2. India Back Groudner Serv ice , Indo-Bangia Trade-
Problems and Prospects . Apr i l 2 1 , 1980. Vol V No. 
4(212) p. 2166. 
27 
CHAPTER-3 INDIA'S TRADE AND PAYMENT AGREEMENTS WITH BANGLADESH 
smuggl ing and to ensure that border t rade ca te rs for the 
essent ia l needs of the rural people . On both s ides of the 
border, the goods covered under the ag reemen t were 
supposed to be f ree f rom Import -Export Res t r i c t i ons , custom 
duty and customs fo rma l i t i es . 
The main i tems of Indian expor ts to Bang ladesh 
covered under th is agreement were cement (Rs. 4.5 c rores) , 
raw tobacco (Rs. 10 c rores) , cot ton tex t i le (Rs . 25 lakhs) , 
cot ton yarn (Rs. 1.5 crores) , coal (Rs. 4 c ro res ) , asphal t 
(Rs. 1 c rore) , s tone bou lders , hard W o o d , sof t W o o d , lime 
and lime stone etc. (Rs. 1 crore) , books and per iod ica ls 
and records (Rs. 20 lakhs) , movies (Rs. 15 lakhs) , 
ayurvedic and unan i medic ine (Rs. 25 lakhs) , chemica ls and 
pharmacer t ica ls (Rs. 25 lakhs) , spices (Rs. 15 l akhs ) , in fant 
milk food (Rs. 25 lakhs) machinery and spare parts (Rs. 50 
lakhs) and m isce l laneous items to be mutua l ly ag reed upon 
(Rs. 1 crore) . 
Like wise Bang ladesh agreed to expor t to Ind ia f resh 
f ish (Rs. 9 c ro res ) , semi tanned cow h ides (Rs. 1 c rore) , 
furnance Oi l , ba tch ing Oil and naptha (Rs. 1.5 c ro res ) , new 
sprint and wr i t i ng paper (Rs. 3 c ro res ) , raw jute 
(Rs. 7.5 c ro res) , molasses (Rs. 25 lakhs ) , ayurved ic and 
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unan i medic ines (Rs. 25 lakhs) books, per iod ica ls and 
records (Rs. 20 lakhs) movies (Rs. 15 lakhs) , 
pharmaceu t i ca ls (10 lakhs) , sp ices (Rs. 5 lakhs) , hard 
board and land loom produc ts (Rs. 1 crore) and 
misce l laneous items to be mutua l ly agreed upon (Rs. 1 
c ro re ) . 
In the event of t rade imba lance cross ing the spec i f i ed 
l im i ts , an interest free techn ica l credi t upto a l imit of Rs. 5 
c ro res was to be provided on e i ther s ide. And If t echn i ca l 
c red i t requi rements exceeded th is l imit , interest was to be 
c h a r g e d on any add i t iona l fac i l i t y that might be p rov i ded . If 
at the end of the year, there ex is ted any imbalance it was 
to be set t led in foreign exchange or in any other manner 
mutua l ly agreed upon. 
Af ter the agreement was s igned , fore ign t rade Min is ter 
of Bang ladesh declared in the par l iament that the t rade 
wou ld be conducted on a Gov t , to Govt , basis and Ind ian 
monopo l i s t would not be a l l owed to enter the f ie ld wh i le 
acco rd ing to the India's f o re i gn t rade minister the spir i t 
under l y ing the trade agreement was that India did not look 
upon Bang ladesh as another market for its goods or as a 
te r r i to ry on which if had economic des igns. 
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The agreement pointed at the welfare of common 
people of both countries and speedy reconstruction and 
rehabil i tation of Bangladesh economy which had been 
shattered during the liberation war. 
Apart from formal trade India Supplied substantial 
quantity of food grains to Bangladesh as relief measures to 
meet the immediate shortage and in the first five months of 
1972 India had supplied 5.5 lakhs tonnes of food grains to 
Bangladesh but closeness of the two regions had created 
large scale smuggling of food and other commodities^ 
3.3 The Transit Agreement of Nov. 1972:-
After the signing of trade agreement, a protocol which 
provided inland water transit and trade between India and 
Bangladesh was also signed on Nov. 1, 1972. The protocol, 
restored after seven years, the transit facil i t ies to India for 
transporting goods to Assam and other north eastern 
regions by Bangladesh river routes Calcutta, Dhubri and 
Calcutta Kasimganj. This protocol was initially to be valid 
for five years. A clause was included in the protocol which 
prescribed that the two countries would try to carry on inter 
country trade on equal tonnage basis. 
3^  Kalyan Putt, Bangladesh Economy^ Peoples Publishing 
House, New Delhi, 1973, PP. 244-246. 
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India and Bang ladesh also decided upon the d iv is ion 
of the jute market , so that they could opera te in spec i f i ed 
areas with out compet ing wi th each other. India a lso agreed 
to reduce trai f fs on raw ju te to make it poss ib le for ju te 
growers in Bang ladesh to get an adequate re turn for the 
raw jute sold to India. 
Meanwhi le af ter a mid term review of t rade ag reement , 
the border t rade between the two count r ies was suspended 
from Oct. 1972. This idea of suspens ion of border t rade 
came from Bang ladesh side because it was rea l i sed that 
meaningfu l implementa t ion of its provis ions was not poss ib le 
unt i l ! adequate checks and contro ls were es tab l i shed al l 
along the Indo-Bangladesh border. 
Indian Govt, agreed to suspend the border t rade but 
suggested an early d iscuss ion to mit igate the d i f f i cu l t i es of 
the people at the border for whom the t rade a r rangemen t 
was env isaged. 
By March 1973, Bang ladesh overs tepped its cred i t l imit 
of Rs. 5 crores and its imports f rom India were over 
Rs. 19 crores. This c reated a big trade gap for Bang ladesh . 
The country asked for the extens ion of the t rade agreement 
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which was to expire on March 27, 1973 up to June 27, 
1973 to minimize the trade gap. 
The biggest obstacle in ful f i l l ing the trade targets was 
transport. The movement by rail was reasonably fast in the 
first half of 1972. But after that internal rail traffic in 
Banagladesh returned to normal and relatively little track 
capacity was left for trains to and from India. The turn 
around of wagons despatched to Bangladesh became very 
long, since consignments were held up for days before 
wagons could be unloaded. The volume of goods shrunk 
considerably. River transport was in no position to fi l l this 
breach. 
By June 16, 1973, contracts entered into by India for 
exports to Bangladesh registered with the State Bank of 
India amoun j d to Rs. 211 million and imports to Rs. 228 
mil l ion. Thus even after 15 months, the level of trade 
envisaged under the Limited Payments Agreement had not 
been reached. In addition, though the value of contracts 
concluded had been over Rs. 212 crores, each way, not all 
the contracts were fulfi l led and a substantial amount of 
goods had not moved until l June 26, 1973. In these 
circumstances, a second extension was sought by 
32 
CHAPTER-3 INDIA'S TRADE AND PAYMENT AGREEMENTS WITH BANGLADESH 
Bangladesh for three more months upto Sept. 27. 1973. 
To give a new impetus to their bi lateral trade, India 
and Bangladesh signed a three v ar balance of payments 
and trade arrangement envisaging a total volume of Rs. 610 
million between the two countries for the first year of the 
three year pact. 
The agreement signed in Dacca on July 5, 1973 
between India's commerce Minister D.P. chattopadhyaya and 
his Bangladesh counter part A.H.M. kamruzzaman out lined 
the flow of goods between the two countries valued at 
Rs. 305 million each way. The agreement came into effect 
from Sept. 28, 1973, when the twice extended Limited 
Payments Agreement of March 1972 expired. 
Under the agreement, Bangladesh's principal Imports 
were to be tobacco (unmanufactured) worth Rs. 52 million, 
raw cotton Rs. 75 million, cotton yarn Rs. 20 million, 
movies Rs. 1 million and cotton texti les Rs. 10 million. 
Other items of import included coal, bicycles, stone 
boulders, books, newspapers, magazines, ayurvedic and 
unani medicines, herbs, chemicals, pharmaceuticals^ llme^ 
lime stone and spices. 
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India was to import from Bangiadesh during the first 
year, raw jute worth Rs. 200 million, fish Rs. 35 million, 
newsprint Rs. 45 million, skin and semi tanned skin Rs. 10 
million, ayurvedic medicines Rs. 5 million, books Rs. 2.2 
million, movies Rs. 1 million, pharmaceutical products 
Rs. 3 lakhs and spices Rs. 5 lakhs. The exchange of goods 
under this agreement was to be treated on an equal footing 
with goods under convertible currency in respect of both 
quality and prices of goods to be exchanged. 
India and Bangladesh also agreed that besides that 
exchange of goods under the new arrangement there could 
be a large volume of trade between the two countries in 
free foreign exchange, including textiles and cotton yarn. 
A significant feature of the new agreement was that 
India's imports of raw jute from Bangladesh were expected 
to be about 75% to 80% higher than what it imported under 
the 1972 agreement. At the same time the import of fish 
had been less than halved. 
At the end of the first year (Sept. 27, 1974) of the 
three year trade agreement, the Indo-Bangladesh trade 
amounted to Rs. 143.3 million, as against the targeted Rs. 
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610 million. The trade had been heavily balanced against 
Bangladesh. 
To make efforts to fulfi l l the targets, in case of 
essential commodities like Indian coal and tobacco and 
Bangladesh jute, newsprint and fish, a new protocol was 
signed on sept 30, 1974 in Dacca, extending the trade 
agreement up to Dec. 31 , 1974. 
A joint communique issued after the signing of the 
agreement observed that both India and Bangladesh during 
this extended period wil l formulated a "realistic" trade plan 
for 1975 which would be "Commensurate with the needs 
and capacities of the two countries". The communique 
added that both sides would also examine "Various modes 
of payment" to evolve "the most suitable system for 
furtherance of mutual trade". 
By the end of Dec. 1974, the two way trade between 
India and Bangladesh reached only Rs. 165 million with 
India supplying goods worth Rs. 115 million and Bangladesh 
Rs. 50 million. 
3.4. Trade In Free Currency: 
India and Bangladesh Govt, signed a fresh trade 
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protocol on Dec. 17, 1974 in New Delhi, which came into 
effect from Jan. 1, 1975. This trade agreement gave a new 
push to their bilateral trade. 
Following trade facil it ies were provided in this 
Agreement: 
Firstly all payments and charges in connection with 
trade between the two countries were to be made in free 
convertible currencies in accordance with the foreign 
exchange regulations in force in each country from time to 
t ime. 
Secondly the existing arrangements as envisaged in 
the documents exchanged on sept. 30, 1974 in respect of 
coal. tobacco, newsprint and fresh fruit for which 
commercial contracts have already been concluded, will to 
extended up to Feb. 28, 1975 to enable uncompleted 
deliveries to be completed. 
Thirdly it was decided that coal and jute could be 
supplied by India and Bangladesh respectively during 1975. 
on terms and conditions and in such quantities as may be 
mutually decided upon. 
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Four th ly India would buy f ish va lued approx imate ly at 
Rs. 35 mi l l ion in 1975, at pr ices accep tab le to the 
con t rac t ing agenc ies in the two coun t r ies . 
The two way t rade between India and Bangladesh 
however dec l ined cons iderably dur ing the per iod 1973 to 
1975. Hence , a f ive day of f ic ia l level rev iew of the t rade 
between the two countr ies was under taken in New Delhi in 
Jan 1976, Both sides decided to e l im ina te al l p rocedura l 
and o ther de lays because of which there was a cont inued 
fa l l in the vo lume of t rade between the two count r ies and 
re i te ra ted the i r desire to step up the i r t r ade . 
At the conc lus ion of ta lks India o f f e red to import f ish 
wor th Rs. 35 mi l l ion in 1976 as aga ins t Rs. 10 mi l l ion in 
the p rev ious year. In return Bang ladesh agreed to import 
f rom India 350,000 tonnes of coal by the end of Feb. 1976. 
Bang ladesh a lso agreed to import 15 ,000 bales of jute 
waste in add i t ion to 117,000 bales of th is grade. Both sides 
also emphas i zed the need for a long te rm ar rangement for 
Bang ladesh to buy Bangladesh j u te , f ish impor ts a long with 
coal and ju te f rom Bangladesh to India had become a major 
i r r i tant into Indo-Bang ladesh t rade . At that t ime, Bangladesh 
domest ic consumpt ion was on an inc reas ing t rend and 
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s imul taneous ef for ts to increase fish catch in Bangladesh 
had not inc reased. Many of the 17 cent res wh ich exported 
f ish to East Benga l had yet to be rev ived and boats , net 
cra tes, t rucks and ice were all in shor t supply in 
Bangladesh. At the same t ime, Indian border s ta tes had not 
ful ly developed organ isa t ion to handle impor ts . 
Later, the th ree year trade agreement tha t was to 
expire on sept 27 , 1976, was extended for ano ther three 
year term at the request of Bangladesh. 
Despi te, best ef for ts by both the Govt . , Indo-
Bangladesh t rade remained low during the th ree years 1974 
to 1977. Of f ic ia ls of the two countr ies met f rom Feb. 9 to 
11 1977, in Dacca to review the t rade t ies and it was 
observed whi le rev iewing that there was scope for 
increasing the level of t rade both ways , a jo in t s tatement 
was issued at the end of the d iscuss ion . The statement 
added that there was need for special e f for t to increase 
exports f rom Bang ladesh to India. Af ter the d iscuss ion , 
India agreed to purchase from Bang ladesh dur ing 1977. 
5000 tonnes of newspr in t , 15000 tons of mo lasses , 20,000 
tonnes each of nap tha and furnance Oi l . By the end of 
1977, though Ind ia 's exports to Bang ladesh reg is tered a 
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marginal increase to Rs. 61.8 crores. The trade review held 
from Feb 23 to 25 1978 observed that telecommunication 
links were vital for boosting trade. 
In the meeting, it was decided that if prices and 
quality remained favourable, India would buy from 
Bangladesh in 1978, newsprint (10,000 tons), molasses 
(20,000 tons),naptha (20 tons), furnace oil (40,000 tons), 
molasse (15,000 tons), chloroquin diphosphate (20 tons), 
while Bangladesh agreed to import from India steam coal 
(300,000 tones), Assam coal (75.000 tons). The Indian Govt, 
showed its interest in exporting iron and steel, electrical 
and non electrical machinery and transport equipment 
besides miscellaneous items. 
It was also agreed by the Govt, of both the countries 
that public sector organisation on both sides dealing with 
these items should take the initiative in establishing 
contracts with their counter parts immediately. 
According to preliminary estimates, Indo-Bangladesh 
trade during 1978-79 was around 36 crores. India exported 
goods worth Rs. 35 crores to Bangladesh and imported 
goods worth only 10 million. 
39 
CHAPTER-3 INDIA'S TRADE AND PAYMENT AGRBEUBNTS WITH BANGLADESH 
In Feb. 1980, Saifur Rahman, Bangladesh Minister for 
commerce, in an interview with Press Trust of India said 
that the worst failure of the 1978-79 contract was the coal 
supplies by Coal India. As against the contracted 315,000 
tons only 77,000 tons of coal was received from India. This 
failure effected the transport and power generation in 
Bangladesh and created hinder^r ce in the implementation of 
major economic project^. 
Water Way Pact: Indo-Bangladesh protocol on inland 
water transport and trade, was signed in New Delhi on 
Sept. 17, 1984, According to it, India agreed to pay 
Bangladesh TK 65 lakhs in the first year and TK 75 lakhs 
in the second year of its operation It was also agreed to 
establish nodal point in each country for timely action of 
each other's operational problems and exchange of 
information. Important feature was that the protocol was to 
be extended for two years instead of one year as was the 
earlier practice^. 
3.5 SAARC and the extension of Trade and Payment Agreement: 
SAARC was launched from Dacca in Dec. 1985. The 
4~ Indo-Bangia Trade ^ Problems and Prospects^ Op. clt 
PP. 2167-2172. 
5. India Back Grounder Service, Indo-BangIa Ties. (A 
weekly reference services). Vol. XI No. 13 (535) June 
30, 1986, P. 1293. 
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various objectives of association are. 
(1) To promote the welfare of the people of South Asia 
and to improve their quality of life. 
(ii) To accelerate economic growth, social progress and 
cultural development in the region and to provide all 
individuals the oportunity to live in dignity and to 
realise their full potentials. 
(iii) To promote and strengthen collective self reliance 
among the countries of South Asia. 
(iv) To contribute to mutual trust, under standing an^ d 
appreciation of one another's problems. 
(v) To strengthen co-operation with other developing 
countries. 
(vl) To strengthen co-operation among themselves in 
international matters of common interest, and 
(vii) To co-operated with international and regional 
organisations with similar aims and purpose. 
Within the broad parameters of these objectives, An 
Integrated Programme of Action (IPA) has been adopted itt 
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areas such as telecommunication, meteorology, transport, 
shipping, tourism, agriculture research, joint ventures, market 
promotion scientific and technological co-operation, 
education and cultural co-operation. However, a few more 
areas like checks on terrorism, drug trafficking, 
environmental protection, women In development, sports, 
food security and prevention of child labour have also been 
agreed upon by the member countries^. 
In 1986, India and Bangladesh agreed to extend their 
trade agreement by three year to Oct. 1989 and trade was 
further facilitated by the signing of SAPTA by SAARC 
countries In the subsequent years^. 
3.6. Concluding Remarks: 
The forgoing discussion reveals that the trade 
relations between India and Bangladesh has been governed 
by the treaty of friendship, co-operation and peace signed 
by the two countries in March 1972. Many efforts have 
been made by the two Govts, to expand Indo-Bangladesh 
trade by means of trade agreements, trade review meetings 
and visits of officials during the years under review. 
6^  Ghanshyam FT Singh, The Economv of the SAARC 
Nations. Anmol Publications, New Delhi, 1993, 
PP. 140-141. 
7. Indo-Bangia Ties^Op.clt P. 1210. 
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INDIA'S EXPORTS TO BANGLADESH: 
1971-72-1991-92 
4.1 Introduction: 
In the light of our observations in the preceding 
chapter, a review of India's exports to Bangladesh would be 
in order. The present chapter seeks to do this for the 
period 1971-72 to 1991-92. Section 4.2 outlines the trends 
in total exports^ while section 4.3 presents the commodity 
composition of exports. The final section summarizes the 
main conclusions of this chapter. 
4.2 Trends in India's Exports to Bangladesh: 
Table 4.1 gives the trends in India's trade with 
Bangladesh during the period 1972-73 to 1991-92. It shows 
that India's exports to Bangladesh in 1972-73 stood at Rs. 
16.824 lakhs. In 1991-92 this shot up to Rs. 79.856 lakhs. 
Thus between 1972-73 and 1991-92. the value of India's 
exports to Bangladesh increased by 374.6 percent, recording 
an annual average growth rate of 16.4 percent. 
Indian Imports from Bangladesh in the same period 
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grew from Rs. 346 lakhs to Rs. 1406 lakhs, recording an 
increase of 306 percent over the per iod. The annual 
average growth rate in imports came to be 51.7 percent. 
But this high rate of growth in imports was largely due to 
wide fluctuations in the annual volume of imports. Imports, 
in fact, during this period continuously lagged behind of 
exports in absolute terms. Thus, it enabled India to 
experience surpluses in its trade with Bangladesh in all the 
years. In 1972-73 the surplus in trade amounted to Rs. 
16,478 lakhs which increased to Rs. 78,450 lakhs in 1991-
92. 
However, the growth in India's trade with Bangladesh 
during this period was not steady. In fact, it was 
characterised with wide fluctuations. In 1972-73 India 
exported goods to Bangladesh worth Rs. 16,824 lakhs while 
its imports amounted to Rs. 346 lakhs only. This gave a 
surplus of Rs. 16.478 lakhs in India's favour This was 
mainly due to India's exports of food grains to Bangladesh 
as relief measures to meet the immediate shortages. In the 
first five months of the year, India supplied 5.5 Lakhs 
tonnes of food grains to Bangladeshi In 1973-74 India's 
1^ Kalyan Putt, Bangladesh Economy, Peoples Publishing 
House, New Delhi, 1973, p. 244. 
44 
CHAPTER-4 INDIA'S EXPORTS TO BANGLADESH: 1971-72/1991-92 
exports to Bangladesh dec l ined to less than half of the 
prev ious year, whi le imports recorded a s ign i f i cant r ise. The 
f inanc ia l Express (July 7, 1973) in its ed i to r ia l "Bangladesh 
trade" Ident i f ied shor tages, t ranspor t bot t lenecks and 
possib ly the absence of s t rong urge to d ischarge 
ob l iga t ions as factors responsib le for the fa i lu re of the f irst 
t rade agreement to achieve t a rge t s . In 1974-75 both exports 
and impor ts dec l ined. The Economic T imes (Oct . 3, 1974) 
observed that "this year India fa i l ed in its commitments to 
supply fu l l quotas of coa l , raw co t ton and cement , due to 
domest ic shor tages and s t r ikes. Bang ladesh also fa i led to 
supply its quotas of f ish and newspr in t due to lower 
product ion and adminis t rat ive p rob lems . Ind ia 's fa i lure to lift 
the fu l l quota of jute because of res is tance from 
manufac tu res to pay the high pr ices when the smuggled 
ju te was ava i lab le more cheap ly a lso con t r ibu ted to low 
t rade turn over" . During the next four years India's exports 
to Bang ladesh almost remained s tab le whereas imports 
dec l ined substant ia l ly . Mr. Sa i fur Rahman , Bangladesh 
Minis ter for commerce in an in te rv iew wi th Press Trust of 
India in Feb. 1980 observed that wors t fa i lu re of the 1978-
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•79 contract was the coal supplies by coal Indla^. in 1979-
80 India's exports to Bangladesh picked up again and 
touched the level of Rs. 9804 lakhs where as imports came 
down to Rs. 407 lakhs only. In 1984-85 total volume of 
trade increased by 49% over 1979-80. This increase came 
both from export as well as import side. India extended the 
credit facility to Bangladesh in 1985, amounting to Rs. 200 
mil l ion to enable that country to buy Indian goods. Indian 
public sector agencies also opened letters of credit worth 
Rs. 145 million by Dec. 1985^ After that India's exports to 
Bangladesh showed substantial rise and total volume of 
trade increased by 433.7% in 1991-92 over 1984-85, 
Holiday (Dacca) 11 Dec. 1992 observed that between 1984-85 
and 1991-92, Bangladesh has emerged as the "third largest 
trading partner" of India in the south Asian Association for 
Regional Co-operation (SAARC) region. 
The share of Bangladesh in India's total exports also 
f luctuated widely during the period under review (Table 4.2) 
In 1971-72, India's exports to Bangladesh constituted 2.6 
2. India Back Grounder Service, Indo-Banqla Trade-
Problem and Prospects. (A weekly reference service). 
Vol. V No. 4 (212), Apr i l , 2 1 , 1980. 
3. India Back Grounder Service, Indo-Bangia Ties: (A 
weekly reference Service). Vol. XI No. 13 (535). June 
30, 1986. 
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TABLE 4.1 
TRENDS IN INDIA'S TRADE WITH BANGLADESH 
1972-73 - 1991-92 
(Rs. Lakhs) 
Year Exports 
to Bangladesh 
^ C h a n g e 
over the 
preceding year 
Imports 
from 
Bangladesh 
% Change 
over 
preceding 
year 
Balance 
of 
trade 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
16,824 
5.878 
4.217 
6.212 
6,000 
5.160 
5.238 
9,804 
7,496 
6,498 
4,387 
6.113 
10.675 
12.875 
16,402 
18.637 
26.028 
45.804 
54,744 
79,856 
-65.0 
-28.2 
47.4 
-3.4 
-14.0 
1.5 
87.1 
-23.5 
-13.3 
-32.4 
39.3 
74.6 
20.6 
27.3 
13.6 
39.6 
75.9 
19.5 
45.8 
346 
1.706 
918 
465 
600 
120 
177 
407 
1,173 
1,878 
998 
934 
4,551 
1.586 
1,645 
1,457 
1,290 
2,430 
3,129 
1,1406 
393.0 
-46.1 
-49.3 
29.0 
-80.0 
47.5 
129.0 
188.0 
60.0 
-46.8 
-6.4 
387.0 
-65.1 
3.7 
-11.4 
-11.4 
88.3 
28.7 
-55.0 
17,170 
7,583 
5,135 
6,677 
6,600 
5,280 
5,415 
10,211 
8.669 
8.376 
5,385 
7,047 
15,226 
14,461 
18,047 
20,094 
27,318 
48,234 
57,873 
81.262 
ANNUAL AVERAGE 
1972-73/ 
1981-82 
1982-83/ 
1991-92 
1972-73/ 
1991-92 
7332.7 
27552.1 
17442.4 
-1.2 
32.3 
16.4 
779 
1942.6 
1360.8 
74.5 
31.6 
51.7 
8111.6 
2949.7 
18803.1 
Sources:- 1. D.G.C.I and S. Calcutta. Monthly Statistics of 
the Foreign Trade of India (Various issues) 
Calcutta. 
2. Centre for Monitoring Indian Economy, Foreign 
Trade Statistics of Indian (Various issues), 
Bombay. 
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percent of total exports from India. In the following year 
this share increased to 3.5 percent. But this pace could not 
be maintained in the years thereafter and the share more 
or less continuously declined ti l l 1984-85. It picked up once 
again in 1985-86 and stood at 1.8 percent in 1991-92 
4.3 Commodity Composition of India's Exports to Bangladesh: 
The varied performance of India's exports to 
Bangladesh can also be seen by relating it to the 
performance of major export commodities. This is done in 
this section. 
Statements 1, 2 and 3 in the Appendix outline the 
trends in India's principle exports to Bangladesh over the 
period 1976-77 to 1989-90 in value terms. The same 
information is provided in Tables 4.3, 4.4 and 4.5 in 
percentages. 
A perusal of these tables reveals that India's exports 
to Bangladesh consisted of both primary products and 
manufactures. The share of primary products in 1976-77 
was 19.4 percent which declined to 10.2 percent only in 
1979-80 (Table 4.3). Among the primary products the 
important ones were: Fruits and Nuts fresh or dried, Coal, 
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TABLE 4.2 
SHARE OF BANGLADESH IN TOTAL EXPORT OF INDIA 
1971-72 - 1991-92 C R s . C r o r e s ) 
Year 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
S o u r c e s : 1 
2 
India's total 
Export 
1608 
1971 
2523 
3329 
4036 
5142 
5408 
5726 
6418 
6711 
7806 
8803 
9771 
11744 
10895 
12452 
15674 
20232 
27681 
32553 
44041 
India's exports 
to Bangladesh 
42 
168 
59 
42 
62 
55 
52 
52 
98 
75 
65 
44 
61 
107 
129 
164 
186 
262 
458 
547 
798 
. Govt, of India , Min is t ry o 
Survev. 1 9 9 1 - 9 2 & 1 9 9 3 - 9 4 . 
. Centre for Moni tor ing India 
Trade Stat ist ics of India 
Bombay. 
Export to Bangladesh as 
% of total export of India 
2.6 
8.5 
2.3 
1.2 
1.5 
1.0 
0.9 
0.9 
1.5 
1.1 
0.8 
0.4 
0.6 
0.9 
1.1 
1.3 
1.1 
1.2 
1.6 
1.7 
1.8 
f f i n a n c e . E c o n o m i c 
n Economy. F o r e i g n 
(Var ious i s s u e s ) , 
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Coke, l igni te, peat and br iquet tes and resort c a r b o n , 
Synthet ic organic dye s tu f fe tc , Natural ind igo and co lour 
lakes, Textile yarn. 
Semi f in ished p roduc ts l ike Glass Ware , Pig I ron etc. 
and ferro a l loys. Ingots and other pr imary, fo rms of i ron 
and steel , unlversals p la tes and sheets of i ron and s tee l , 
Tubes, pipes and f i t t i ngs of iron or s tee l , Meta ls of 
manufactures n.e.s. con t r i bu ted 11.0 percent of to ta l expor ts 
in 1976-77. Their con t r i bu t i on nearly doubled in 1978-79 but 
s igni f icant ly dec l ined to the level of 5.9 percent on ly in 
1979-80. 
Among f in ished p roduc ts the important i tems were 
text i le and leather mach inery . Machinery for spec ia l 
indust r ies , Parts and accessor ies for motor vehic les^ Motor 
cyc les, scooters and other cycles motor ised and non 
motor ised. Railway veh ic les . Their combine share was near ly 
one fourth of the to ta l in 1976-77 but d ropped to the level 
of one-tenth in 1979-80 w i th wide f luc tua t ions in be tween 
the two years. Thus, eng ineer ing goods cons t i tu ted the most 
important and most s tab le component of India 's expor ts to 
Bangladesh through out the per iod 1976-77 to 1979-80 . 
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TABLE4.3 
COMMODITY COMPOSITION OF INIDA'S EXPORTS TO 
BANGLADESH 
(PERCENTAGE SHARE) 
Commodity 1976-77 1977-78 1978-79 1979-80 
1. Fruits and Nuts (other than oil nuts) 
fresh or dried 
2. Coal, Coke, lignite, peat and briquettes 
and resort carbon 
3. Synthetic organic dye struffs etc. 
Natural, indigo and colour lakes 
4. Textile yarn 
(Primary products) 
5. Glass Ware 
6. Pig Iron etc. ferro alloys 
7. Ingots and other primary forms of 
iron & steel 
8. Universals plates and sheets of Iron 
and steel 
9. Tubes, pipes and fittings of iron or steel 
10. Metals of manufactures n.e.s. 
(Semi finished products) 
11. Textile and Leather Machinery 
12. Machinery for special industries 
13. Parts and accessories for motor 
vehicles 
14. Motor cycles, scooters and other 
cycles motorised or non motorised 
15. Railway vehicles 
(finished products) 
1.2 
12.9 
3.8 
1.4 
19.4 
2.3 
1.5 
2.2 
0.3 
1.8 
2.7 
11.04 
15.6 
0.3 
0.2 
1.6 
6.8 
24.7 
2.3 
10.5 
2.1 
2.1 
27.9 
2.1 
4.3 
3.9 
0.8 
5.1 
1.6 
18.07 
4.6 
1.6 
0.6 
2.4 
0.5 
9.7 
3.9 
5.7 
5.0 
6.9 
21.7 
2.8 
2.5 
4.3 
1.9 
4.7 
4.1 
20.4 
2.9 
2.0 
7.1 
3.4 
2.9 
18.6 
2.8 
1.8 
1.0 
4.4 
10.2 
1.6 
0.4 
Negligble 
.03 
0.9 
2.7 
5 9 
1.4 
2.5 
3.2 
2.4 
0.1 
9.7 
Source:- Calculated from the 
the Appendix. 
data given in statement 1 of 
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Table 4.4 gives commodi ty compos i t ion of India 's 
expor ts to Bang ladesh dur ing the f i rs t hal f of the e igh t ies . 
It can be seen from this tab le that the primary products 
l ike Food and l ive animals ch ie f l y for f o o d , Beverage and 
tobacco , Crude mater ia ls, ined ib le except fuels con t r ibu ted 
17.5% of to ta l export in 1 9 8 0 - 8 1 . This share increased to 
27 .4% in 1981-82 and fu r ther to 43 .5% in 1982-83. 
Therea f te r It dec l ined to 30 .7% in 1983-84 and to 26 .5% in 
1984-85. Semi f in ished produc ts l ike Mineral f ue l s , 
lubr icants and related mater ia l . An ima l and Vegetable Oi ls , 
fats and Waxes , Chemicals and re la ted products n.e.c. 
cons t i t u ted 11.6% of tota l export in 1980-81 but dropped to 
the leve l of 10.6% then marg ina l ly inc reased to 13 .04% of 
to ta l expor t in 1983-84 and u l t imate ly dropped to 9.6% in 
1984-85 of to ta l export. 
A m o n g f in ished products manu fac tu red goods c lass i f ied 
ch ie f ly by mater ia ls . Machinery and t ranspor t equipment, and 
m isce l l aneous manufactured a r t i c les con t r ibu ted 70 .7% of 
to ta l expor t in 1980-81 but the i r share dropped to the level 
of 5 8 % and 45% in 1981-82 and 1982-83 respect ive ly . It 
however p icked up again to the level of 56% in 1983-84 
and fu r t he r to 63 .7% in 1984-85 . Thus , engineer ing goods 
52 
CHAPTER.4 INDIA'S EXPORTS TO BANGLADESH: 1971-72/1991-92 
TABLE 4.4 
COMMODITY COMPOSITION OF 
INDIA'S EXPORTS TO BANGLADESH 
(PERCENTAGE SHARE) 
Commodity 
1. Food and live animals chiefly for food 
2 Beverage and tabacco 
3. Crude materials, inedible except fuels 
(Primary products) 
4. Mineral fuels, lubricants and related material 
5. Animal and Vegetable Oils, fats and Waxes 
6. Chemicals and related products n.e.c. 
(Semi finished products) 
7 Manufactured goods classified chiefly by 
materials 
8 Machinery and transport equipment 
9. Miscellaneous manufactured articles 
10. Commodities and transaction not classified 
{finished products) 
1980-81 
10.3 
0.8 
6.3 
17.5 
2.1 
0.9 
8.5 
11.6 
21.8 
4 7 2 
1.6 
.02 
70.7 
1981-82 
18 4 
1.2 
7.7 
27.4 
4.8 
1982-83 
9.6 
145 
15 
41 6 
13 
.03 
58 
26.2 
.01 
17.2 
43.5 
2.8 
Negligible 
7.8 
10.6 
18.5 
249 
2.3 
.04 
45 
1983-84 1984-85 
8 2 
0.4 
21.9 
30.7 
3.4 
.01 
9.6 
13.04 
238 
30 9 
1.4 
.02 
56 
18,2 
0 3 
7 9 
265 
3 3 
0.2 
6 
9.6 
25,8 
35 7 
2,1 
,02 ; 
63 7 
Source : - Calculated f rom the data given in s ta tement 2 ofj 
the Appendix. 
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contributed the bulk share in India's total export to 
Bangladesh during the first half of the eighties. Table 4.5 
represents commodity composition of India's exports to 
Bangladesh from 1986-87 to 1989-90. It would be noted 
from the Table 4.5 that the declining trend in the relative 
share of primary products especially food items in the total 
exports as witnessed during the first half of the eighties 
continued during the second half of the decade also. Food 
articles mainly comprised of live animals and their derived 
products (animal products), Vegetable products, Animal or 
Vegetable fats and Oils and their cleavage products; 
prepared edible fats; animals or vegetable waxes, prepared 
food stuffs, beverages, spirit vinegar, tobacco and 
manufactured tobacco substitutes. Their relative share in 
exports was 27.7% of total export in 1986-87 which steeply 
went down to the level of 17.5% of total export in 1987-88 
It revived to the level of 20.6% in 1988-89 and significantly 
declined to the level of 8.9% in 1989-90. 
Engineering products which constitutes machinery and 
mechanical appliances; electrical equipment; parts thereof; 
sound recorders and reproducers, television image and 
sound recorders and reproducers and parts and accessaries 
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Of such a r t i c les , veh ic les , air craf t , vesse ls and assoc ia ted 
t ransport equ ipment , op t ica l , pho tograph ic ; c inematograph ic , 
measur ing, check ing , prec is ion, musical i ns t rumen ts , parts 
and accessor ies there of. M isce l laneous manufac tured 
art ic les, work of ar t , co l lect ions p ieces and ant iques 
together summed up to represent a comb ined share of 2.3% 
of tota l expor t in 1986-87 which touched a new heights of 
31.5% in 1987-88 . a boost over its p rev ious share and 
indicat ing its more use and more demand in the mar ie ts of 
Bangladesh. Its share in to ta l expor ts aga in went down 
showing f l uc tua t ion in the t rade and s teep ly dec l ined to 
4.06% in 1988-89 and 3.8% in 1989-90 . In the past two 
years percentage share of eng ineer ing p roduc ts dec l ined in 
total export of India and it was taken over by Text i le and 
Textile ar t ic les . Its share in percentage te rms in to ta l export 
const i tute 4 0 % in 1988-89 and 81 .2% in 1989-90. The 
percentage share of Base metals are a r t i c les of base 
metals was qui te high 42.5% in 1986-87 wh i ch fe l l down to 
a lower level of 3.9% in 1987-88, 1.2% in 1988-89 and 
2.03% in 1989-90 of to ta l export of Ind ia . S imi la r ly share of 
Raw hides and sk ins , leather, fu rsk ins and ar t i c les thereof ; 
saddlery and harness ; t ravel goods, hand bags and similar 
55 
CHAPTER-4 INDIA'S EXPORTS TO BANGLADESH: 1971-72/1991-92 
TABLE 4.5 
COMMODITY COMPOSITION OF INDIA'S EXPORTS TO 
BANGLADESH (PERCENTAGE SHARE) 
Commodity 1986-87 1987-88 1988-89 1989-90 
1. Live animals; animal products 
2. Vegetable products 
3. Animal or Vegetable fats and Oils and 
their cleavage products: prepared 
edible f^s, animals or Vegetable waxes. 
4. Prepared food stuffs, beverages, spirit, 
Venegar tabacco and manufactured 
tobacco substitutes 
(food articles) 
5. Machinery and mechanical appliances; 
electrical equipment, parts there of; 
sound recorders and reproducers, 
television image and sound recorders 
and reproducers and parts and 
accessories of such articles. 
6. Vehicles, air craft, Vessels and 
associated transport equipment 
7. Optical, photographic, 
cinematographic, measuring, 
checking, precision, musical 
instruments parts and accessories 
there of 
8. Miscellaneous manufactured articles 
9. Work of art, collectors; pieces 
and antiques 
(Engineering products) 
10. Minerals products 
11. Products of the chemical or 
allied industries 
12 Raw hides and skins, leather, 
furskins and articles there of; 
saddlery and harness; travel goods, 
hand bags and similar containers; 
articles of animals gut (other than 
silk-work gut) 
13 Pulp of wood or of other fibrous 
cellulosic materials; waste and 
scrap of paper or paper board; 
paper and paper Board and 
articles there of 
14. Textiles and textiles articles 
15 Articles of stone, plaster, Cement, 
asbestors mica or similar materials; 
ceramic products; glass and glass ware 
16. Base metals and articles of base metal 
0.6 
0.7 
26.3 
27.7 
0.14 
0.3 
.01 
0.6 
1.2 
2.3 
07 
25.2 
.07 
1.9 
42.5 
0.2 
17.2 
17.5 
1.04 
28.7 
0.13 
9.6 
0.68 
31.5 
44.1 
0.5 
1.3 
0.6 
3.9 
2.1 
18.1 
0.4 
20.6 
3.72 
0.12 
0.01 
0.19 
4.06 
0.4 
23.9 
9.6 
0.3 
40 
1.2 
.02 
8 8 
.02 
8 9 
3.36 
05 
38 
02 
0 0 2 
3.6 
011 
81.2 
2.03 
Source:- Calculated from the data given In statement 3 of 
the Appendix. 
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containers; articles of animal guts (other than silk work 
guts) was 25.2% in 1986-87 which went up by 44 .1% in 
1987-88 of total exports. There was again ups and downs 
in the scenario and it reduced to the level of 9.6% in 
1988-89 followed by 3.6% in 1989-90 of total exports. 
Combined share of remaining products such as mineral 
products, products of the chemical or allied industries, pulp 
of wood of other fibrous cellulosic materials, waste ad 
scrape of paper or paper board, paper and paper board 
and articles there of. Articles of stone, plaster, cement, 
asbestons mica or similar materials; ceramic products; glass 
and glass ware had almost negligible share in the total 
export of India. 
4.4 Concluding Remarks: 
To conclude India's export to Bangladesh during the 
period under review fluctuated widely and failed to register 
a steady trend. During the initial years of her independence 
India exported a lot of food articles to Bangladesh and the 
total exports increased substantially. Later on exports 
declined because of the change in the policy of Bangladesh 
Govt towards India as well as failure from Indian side to 
fulfil the export commitments^ cross border smuggling, 
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provision of aid from other developed country like U.S.A., It 
however, picked up with the endorsement of SAARC. 
Similarly, share of Bangladesh in total export of India 
fluctuated but after the endorsement of SAARC, its share 
became more on less stable. Commoditywise, India's exports 
to Bangladesh initially mainly consisted of food articles. But 
this pattern has changed over the years. Engineering goods^ 
textiles and textile articles have taken the place of food 
articles. 
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PROBLEMS AND PROSPECTS OF INDIA'S 
EXPORT S TO BANGLADESH 
5.1 Introduction: 
The detailed analysis of India's exports to Bangladesh 
in the preceding chapter suggest that the trade has yet to 
record a steady trend. Our objective in this chapter is, 
therefore, to try to identify the factors that affects India's 
exports to Bangladesh and prevent it from settling down to 
a trend. This will also enable us to examine the prospects 
of Indian exports to Bangladesh. 
5.2. Main hurdles in India's Exports to Banaaledsh: 
There are a number of factors which affect India's 
export s to Bangladesh rather adversely in so far as a 
smooth flow is concerned. Some of the important one's are: 
1. Cross border Smuaalina: 
Large scale cross border smuggling has been a 
regular feature of this trade and led to the suspension of 
border trade in Oct. 1972 soon after the establishment of 
Bangladesh. One year trade and payment agreement (April 
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1972 to March 1973) between India and Bangladesh s igned 
in March 1972 and later ex tended by three months v i r tua l l y 
co l lasped in June 1973. This t rade agreement between the 
two count r ies provided for a t rade of Rs. 25 crores each 
way but actual ly trade was much below the target . Even 
wi th the extension of period by 3 months , India's exports to 
Bang ladesh were est imated to be a round Rs. 18.5 c ro res . 
The main reason behind it was large scale cross border 
smugg l ing and tota l fa i lure of the p rov is ion of border t rade 
by permi ts , which was in tended to fac i l i ta te the exchange of 
per ishab le commodit ies and ar t ic les of dai ly useV IHence, we 
see that cross border smugg l ing was the biggest p rob lem 
and so long as the exchange rate of Bang ladesh cur rency 
was not sui tably al igned wi th that of Ind ia, there was no 
poss ib i l i ty of el iminat ing the smugg le rs f rom Indo-Bang ladesh 
trade^. 
2. Failure to fulfil the Export Commitments: 
Ano the r problem which came in the way of c loser 
t rade and commerce between the two count r ies was re la ted 
to malprac t ices indulged in by some expor ters f rom India 
1. Kalyan Dutt, Bangladesh Economy. Peoples Pub l ish ing 
House, New Delhi . 1973, PP. 246 -247 . 
2. Badrudd in Umar, Towards Emergency rule in 
Bang ladesh. Mukta Dhara, Dhaka . 1980. p. 82. 
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who did not stick to the commitments over quality and 
timeschedule. The Bangladesh commerce Minister Saifar 
Rahman observed that the worst example of this had been 
the contract for supply of coal by Coal India during 1978-
79. This had thrown "Out of gear" transport and power 
generation in Bangladesh. Mr. Rahman said his country 
received only 77,000 tonnes of coal from India against 
315.000 tonnes contracted. During 1979-80, Bangladesh 
received only 6.000 tonnes in the first eight months against 
an agreed quantity of 81,000 tonnes^ 
3. Dependence on Aid: 
Bangladesh economy heavily relied on credit and aid. 
Hence, imports from various countries into Bangladesh then 
depended as they do even now on the flow of aid from the 
country concerned. The following table gives an account of 
assistance provided by India and the portion uti l ized by 
Bangladesh thereof. 
Below table shows that Bangladesh had received 
sustained aid from India during init ial years of her 
independence. India's aid to Bangladesh was inspired by 
3^  India Back Grounder Service, Indo-Bangia Trade-
Probems and Prospects, (A weekly reference Service), 
Vol. V No. 4 (212). April. 2 1 , 1980. 
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TABLE 5.1 
ASSISTANCE EXTENDED BY INDIA: 1971-77 
(Rs. Crores) 
Authorised 
Loans 
87.0 
Grants 
145.4 
Total 
232.4 
Source:- B.P. Mathur, 
countr 
Utilized 
Loans 
60.3 
(69%) 
Industrial 
ies, Ajanta publicati 
Grants 
129.0 
(88%) 
ExDort an 
ons, 1985. 
Total 
189.3 
(81.4%) 
d Developing 
p. 112. 
humanitaiwi considerations and largely designed to 
restructure a war ravaged economy as she was facing 
difficult foreign exchange situation immediately after her 
independence. Loans were given to Bangladesh for a variety 
of purposes like supply of air crafts and ships (Rs. 6 
crores), supply of buses (Rs. 1.33 crores), supply of textile 
machinery (Rs.6 crores), supply of commodities (Rs. 10 
crores)^. 
It is significant to note that Bangladesh could not 
utilize full amount of assistance extended by India. It 
utilised about 81 percent of the total assistance only. This 
figure was much lower in case of loan (69%) components of 
4^ B.P. Mathur, Industrial Exports and Developing 
countries. Ajanta Publications 1985, p. 114. 
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assistance as compared the grants (88%) components. This 
could be the reason that in its early years of independence^ 
Bangladesh did not have an effective administration to take 
advantage of India's liberal assistance. 
TABLE 5.2 
AID BY INDIA AND EXPORTS TO BANGLADESH: 1971-77 
(Rs. Crores) 
Year 
(1) 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
Source : 
Loans 
(2) 
11.00 
7.97 
9.73 
9.48 
15.24 
6.93 
B.P. h 
Countr 
Grants 
(3) 
38.18 
113.70 
20.40 
1.22 
1.15 
0.97 
/lathur, Inc 
ies, Ajant i 
Total 
Loans & 
Grants 
(4) 
49.18 
121.67 
30.13 
10.70 
16.39 
7.90 
lus t r ia l E> 
3 Pub l i ca t i 
Expor ts 
(5) 
N.A. 
167.12 
58.78 
42 .23 
62.14 
54.57 
[ports and 
ons , 1985, 
Aid as% ^ 
of Export 
(6) 
1 
72.80 
51.25 
25.33 
26.35 
14.47 
Development 
p. 114. 
Table 5.2 shows the relationship between aid and 
Bangladesh's imports from India. There seems to be rather 
close relationship between Indian aid uti l ized and the value 
of exports from India. The latter systematically fluctuated 
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wi th f luc tua t ions of ut i l ized a i d . This is evident when we 
c o m p a r e column 4 with co lumn 5 as wel l as look at the 
last co lumn of Table 5.2. Thus both the aid ut i l ized and the 
va lue of expor ts , reached the i r peak in 1972-73. From then 
on wards any fal l or inc rease in the former was 
accompan ied by a similar movement in the latter. Ano^.her 
f e a t u r e of the table is the f l uc tua t i ng nature of percentage 
of expor ts f inanced by aid f rom India. These f l uc tua t ion 
rea f f i rm our earl ier obse rva t i on about the re la t ionsh ip 
be tween aid and exports. 
In 1985, Rs. 20 crores was given to Bang ladesh to 
buy Ind ian goods and by the end of Dec. 1985, publ ic 
sec to r agencies had opened le t ters of credi t , Bes ides , the 
Gov t , to Govt, credi t , the Exim Bank of India had g iven a 
c red i t to Bangladesh of Rs. 1.6 crores and the f i nanc ia l 
I ns t i t u t i ons had sanct ioned Rs. 39 crores for purchase of 
goods f rom public and pr ivate sectors . The Indian Govt , 
c red i t of Rs. 20 crores was to be used for buying i tems, 
such as passenger coaches , vaccum f i t t ings, mach inery and 
equ ipmen t for sugar mi l ls , ACSR conductors , cab les , 
sw i t ch ing gears etc, mach inery for pharmaceut ica ls p lan ts , 
ag r i cu l t u ra l machinery, too ls equ ipment and equ ipment for 
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tube wells^ Besides the fact that a lot of aid was provided 
by India, the United States and World Bank have also been 
large donors of aid to Bangladesh^. 
f4) Joint Venture Projects: 
Sincere efforts have not been made on both sides to 
establish and Implement the joint venture projects, which is 
necessary for the healthy development of trade relation 
between India and Bangladesh. In 1975, India entered into 
a number of joint ventures in Bangladesh which included a 
fertil izer plant, a cement factory, a sponge iron plant and a 
tractor production unit'. In 1978-79 joint ventures projects in 
diesel engines, scooters and ready made garments were 
started but the problem with these projects was that no 
follow up action was taken to implement them®. There is 
enough scope for the establishment of joint venture to 
manufacture newsprint from the resources of Bangladesh 
5. India Back Grounder Service, Indo-Bangia Ties: (A 
weekly reference Service), Vol. XI, No. 13 (535), June 
30, 1986 p. 1211. 
6. The New Encvdopedia Britannica. Vol. I, University of 
Chicago. 1768, p. 867. 
7 . India Back Grounder Service, Indo-BangIa Ties^ Op. cit 
P. 1293. 
8 . Indo-BangIa Trade-Problems and Prospects^ 0£^ cU p. 
2166. 
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and eastern India . There were six joint ventures under 
production in 1992 which were in following f ields (given in 
table 5.3). 
Main problem with joint ventures implementation is that 
TABLE 5.3 
INDIAN JOINT VENTURE PROJECTS IN BANGLADESH: 1992. 
Name of Company 
1. Bfria technical 
service Bombay 
2. Tata Engg. and 
Locomotive co. Ltd. 
Bombay 
field of 
collaboration 
mfg sponge iron 
Assembly of 
buses and truck 
etc. 
Source: Confederation of Indian Industry, 
Statistics. New Delhi. 1993. 
Date of 
Approval 
31 .12 .92 
23 .7 .92 
Hand Book of 
Bangladesh insist India to buy back a certain percentage of 
production on contractual basis*. 
(S). Unstable PoliUcal Relations:-
A country's trade relations are among other factors 
influenced by its political relations. Similar is the case with 
Bangladesh, immediately after it emergence, Bangladesh had 
9 . Indo-Bangia Trade-Problems and Prospects^ 0 £ . cjt p 
2166. 
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good political relations with India. But this did not continue 
for long. Even in 1973, there was sudden emergence of 
conditions appropriate to normalization of relations between 
Bangladesh and Pakistan. Under the pressure of U.S. and 
Islamic countries as also due to Dacca disi l lusionment with 
India, Late Mujibur Rahman restored not only political but 
also trade relations with Pakistan. This change of Dhaka 
policy towards India was due to replacement of Abdus 
Samad, foreign minister (a protagonist of India and Soviet 
Union) by Kamal Hussain who was known for his friendly 
disposition towards the U.S. and Pakistan. The decisive 
change in Indo-Bangia relations occurred after the 
assassination of Sheikh Mujib. During Mujib era, Indo-Bangia 
relations remained more or less cordial but once Mujib was 
out of the scene, India found it extremely difficult to 
maintain even a working relationship with mujib's's 
successor's^**. This affected adversely India's exports to 
Bangladesh too. 
^6). Deficit in Bangladesh trade balance with India:-
There are growing imbalance against Bangladesh in its 
bilateral trade with India. Inspite of the fact, that both the 
To^. India Back Grounder Service, indo-BangIa Ties 
Op. cjt p. 1293. 
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Govt's tried for more balanced and more harmonious 
economic and trade relations between the two countries on 
mutually advantageous terms and certainly not at the cost 
of one to the exclusive benefits of the other but vexed 
political issues which are lingering for long have been 
obstructing the process for fructifying such possibilities and 
over the years Bangladesh continued to suffer huge trade 
imbalance against India**. 
5.3. Prospects of Indian Exports to Bangladesh: 
Inspite of several problems as discussed in the 
preceding section of this chapter, there are much prospects 
of India's exports to Bangladesh. The total volume of lndo> 
Bangladesh trade can be increased by exploring the 
possibilities of commodities, which can be exported to 
Bangladesh from India and imported into India from 
Bangladesh. We have seen in the earlier chapter that India 
has been accumulating surplus in its trade with Bangladesh. 
This has largely limited Bangladesh capacity to import from 
India and it can safely be concluded that inspite of its 
many and varied requirements, Bangladesh will be able to 
I f * Hossain Khasru, India's exports to Bangladesh rise 
seven times while Bangladesh exports decline by 65% 
Holiday (Dacca). 11 Dec. 1992. 
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buy only a few items from India. Therefore, exportable 
surplus need to be created in Bangladesh for absorption of 
Indian products^*. 
This can be done through import substitution and 
diversification of export items through the expansion of the 
country's industrial base. In the mean time the capacity of 
Bangladesh to import from India can be considerably 
increased if the later continues to adopt a liberal economic 
assistance policy towards the former. In Jan 1972, India 
sanctioned a commodity grant of Rs. 25 crores to 
Bangladesh for covering the more immediate needs for the 
expeditious recovery of its economy. A foreign exchange 
loans of Rs. 13.5 crores was also sanctioned for enabling 
Bangladesh to meet its urgent foreign exchange 
requirements. A list of commodities and services to be 
imported was also drawn up. These included following items 
-crude Oil, petroleum products, fert i l izers, surperfine yarn, 
sugar, salt, baby food, cement, steel and steel products, 
chemicals, drugs, medicines, power generation, transmission 
equipment, vehicles, engines including ferry engines. It had 
12. Indira Nath Mukherji, Towards Economic Integration in 
Asia. T. Govinden Nair, Jai Sarai, New Delhi, 1978, p. 
119. 
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been decided that the supply of crude and petroleunn 
products would be channelled through the Indian Oil 
Corporation, fertil izer through the Fertilizer Corporation of 
India and ail other commodities through the State Trading 
Corporation. The loan of Rs. 13.5 crores sanctioned by 
Indian Govt, to Bangladesh was agreed to be repaid in 
f i f teen equal instalements and carried two and a half 
percent interest per annum, five years after the 
disbursement of the entire loan^*. 
Between 1984-85 and 1991-92, Bangladesh emerged 
as the "third largest trading partner" of India in the South 
Asian Association for Regional Co-operation (SAARC) region. 
India's exports to Bangladesh rose seven times while 
Bangladesh exports declined by 65 percent during the same 
period. In the formal bilateral trade of goods, Bangladesh 
incurred a cumulative deficit of two billion U.S. dollars in 
its trade with India and this deficit was financed by India 
from country's convertible foreign exchange. Efforts are also 
being made by both the Govt's to put the bi lateral 
economic and trade relations on a sustainable foot ing. In 
order to correct the trade imbalance tariff barriers were 
13. Kalyan Dutt. Bangladesh Economy, Ofi^ cit pp. 243-244. 
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dismant led on i tems l ike Jamdani Sarees. Hi lsa f ish and a 
few other goods and a lso some concess ionary a r rangements 
were made for export of urea fer t i l izer and newspr in t . This 
was decided in a meet ing held In New De lh i in 1992. It 
was expected to help in boost ing exports f rom Bang ladesh 
to Indian market and help in correct ing its t rade imbalance 
with India. 
Endorsement of South Asian P re fe ren t i a l Trade 
Arrangement (SAPTA) has not been help fu l l in a s ign i f icant 
manner in removing the imbalances in t rade be tween the 
two count r ies . This is part ly due to the fact that 
cons iderab le f low of merchandise goods f rom India takes 
place through smugg l ing and part ly for the reason that the 
export base of Bang ladesh economy is severe ly l imi ted to 
fu l f i l the demand of Indian market. 
To make South As ian Preferent ia l Trade Ar rangement 
(SAPTA) register a pos i t ive impact, there is need for 
b i la tera l in i t ia t ives both f rom the Govts , and the pr ivate 
sectors to harness the i r potent ia ls for mutual benef i t s based 
on rec iproci ty of demand . But any in i t ia t ive in th is area 
depends on the po l i t i ca l c l imate. To c rea te conduc ive 
pol i t ica l c l imate, pend ing b i la tera l problems be tween the two 
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countries should be solved amicably. Some of them are 
sharing of ganga waters, tribal insurgency in the Chittagong 
Hill tracts etc. 
New thrusts to the industrial policies following the 
initiation of globalization of their respective economies holds 
promise of better trade relations in future. Visit of 
Bangladesh private trade delegation to New Delhi in 1992, 
resulted in agreements on joint ventures in different sectors 
in Bangladesh to strengthen its industrial development 
efforts and widen its export base. Bangladesh proposed for 
zero tariff arrangements for exports of products of joint 
ventures to India or joint marketing arrangements for 
exports to the third countries, which would help Bangladesh 
overcome adverse effects of trade imbalances. Composite 
textile mills, newsprint, wood, paper pulp and rayon, 
processed food, petrochemicals and gas based industries, 
leather goods, dys stuff chemicals, bicycle and components, 
cement, light engineering goods etc. were identif ied as the 
potential areas for Indo-Bangladesh joint ventures under 
some buy back arrangements. 
Indian side was interested in securing transit facilities 
involving railways, waterways and ports in Bangladesh 
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because it will help in stimulating mutually beneficial trade 
for which favourable polit ical climate is must*^ 
5.4. Concluding Remarks: 
To conclude, we find that India's exports to 
Bangladesh is adversely effected by several factors. These 
include the problems created by cross border smuggling in 
a large scale, failure on the part of Indian exporters to 
fulf i l their commitments, limited buying capacity of 
Bangladesh, accumulating surpluses in trade in India's 
favour, lack of conducive political climate etc. Prospects 
for India will, therefore, greatly depend on how quickly 
these problems are over come by two countries. 
Establishment of SAARC, SAPTA and the recent policy of 
economic liberalisation are expected to contribute 
substantially towards achievement of higher levels of trade 
and economic co-operation between the two-countries. 
14. Holiday (Dacca>. 11 Dec. 1992. 
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CHAPTER-6 
CONCLUSIONS 
We have made an at tempt in the fo rego ing pages to 
present a de ta i led analys is of India 's expor ts to Bang ladesh 
over the per iod 1971-72 to 1991-92 . Our analys is shows 
that dur ing th is period Indian expor ts to Bang ladesh 
increased f rom Rs. 42 crores to Rs. 798 c rores , i.e., by 
1800 percen t . The annual avrage rate of growth came to be 
29.5 percent over the per iod . This inc rease in exports was , 
however, not equal ly spread over the who le per iod ; a very 
high va lue of exports in the in i t ia l years of the emergence 
of Bang ladesh was fo l lowed by a smal l and f luc tua t ing 
expans ion unt i l 1984-85 when it s ta r ted pick ing up once 
aga in . For example , in 1972-73. the va lue of India's exports 
to Bang ladesh amounted to Rs. 168 crores but dropped 
sharp ly to Rs. 59 crores in the fo l l ow ing year. Between 
1974-75 and 1983-84 exports f l uc tua ted around Rs. 60 
crores only . It p icked up to Rs. 107 c rores in 1984-85 and 
therea f te r w i tnessed a r is ing t r end . The value of expor ts 
amounted to Rs. 798 crores in 1991-92 . 
CHAPTER-6 CONCLUSIONS 
As a percentage of total exports, Bangladesh 
accounted for a steadily diminishing share of Indian exports: 
8.5 percent in 1972-73; 2.3 percent in 1973-74; and 1.8 
percent in 1991-92 . 
The reasons for such a performance of exports may 
be attributed to a large scale cross border smuggling, 
heavy dependence of Bangladesh on economic aid, failure 
on the part of India to fulfil its export commitment$,unstable 
political relations between the two countries and a 
persistent deficit in trade balance of Bangladesh with India. 
The period under reference also witnessed some 
changes in the commodity composition of exports. Initially 
India exported mainly primary commodities to Bangladesh 
but during the period 1976-77 to 1984-85 exports of 
engineering goods emerged as the leading category 
Engineering goods, however, could not retain their leading 
position during 1985-86 to 1991-92 . Their position was 
taken over by exports of textiles from India. The change in 
commodity composition of exports may be attributed to the 
diversified economic development In Bangladesh. 
Going by the fact that the volume of India's exports 
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to Bangladesh in the past was rather low, it can be 
inferred that the prospects for the future are not very 
encouraging. But actually this is not so. Exports from India 
suffered adversely not because Bangladesh was not in need 
of these goods, but because she did not import from India 
owing to other reasons. In fact, the geographic proximity, 
common ethno-linguistic or igin, and the static and dynamic 
complementarities between the two countries offer great 
prospect for exports from India to Bangladesh in future. 
Since India and Bangladesh are close-door neighbours, 
goods can be transported from India to Bangladesh at a 
cheaper cost compared to other countries of the world. 
Similarly as both the countries are common heirs to one of 
the greatest ancient civi l izat ions, their tastes and 
requirements are similar which can be easily fulf i led by 
India., Further more, as economic development proceeds in 
Bangladesh, she will require a lot of imported inputs such 
as raw materials, intermediate goods and capital 
equipments. India can easily supply many of them. The 
establishment of SAARC and SAPTA has been helpful in 
promoting exports and when SAFTA will be formed by the 
turn of the present century exports from India to 
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Bangladesh can be expected to grow further. 
However, eventually, the realisation of the prospect 
will depend on the establishment of mutual faith and 
friendly ties between the two countries. 
|f|#t)M<JT> . 
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STATEMENT! 
INDIA'S EXPORTS TO BANGLADESH: 1976-77 TO 1979-80 
(VALUE: RS. LAKHS) 
I tems 1976-77 1977-78 1978-79 1979-80 
1. Fruits and Nuts (other than oil nuts) 
fresh or dried 
2. Coal, Coke, lignite, peat and briquettes 
and resort carbon 
3. Synthetic organic dyestruffs etc. 
Natural, indigo and colour lakes 
4. Textile yarn 
5. Glass Ware 
6. Pig Iron etc. ferro alloys 
7. Ingots and other primary forms of 
iron & steel 
8. Universals plates and sheets of iron 
and steel 
9. Tubes, pipes and fittings of iron or steel 
10. Metals of manufactures n.e.s. 
11. Textile and Leather Machinery 
12. Machinery for special industries 
13. Parts and accessories for motor 
vehicles 
14. Motor cycles, scooters and other 
cycles motorlsed or non motorised 
15. Railway vehicles 
69.0 
707.3 
210.7 
80.6 
126.4 
82.7 
121.2 
21.5 
102.7 
151.0 
895.2 
18.3 
14.0 
92.9 
375.3 
118.7 
542.4 
111.0 
668.4 
111.8 
224.2 
204.1 
42.3 
267 
83.3 
238.0 
83.3 
31.3 
124.3 
26.0 
207.9 
304.1 
365.0 
264.2 
198.2 
135.5 
227.2 
100.0 
250.2 
215.4 
154.7 
110.2 
376.9 
179.5 
156.8 
276.4 
185.3 
440.6 
103.1 
164.1 
48.1 
3.8 
88.8 
274.4 
140.0 
252.5 
317.3 
236.0 
11,1 
Total 5482.9 5160.7 5257.0 9804.0 
Source:- Wadhva, Charan D; Regional Economic Co-
operation in Asia (India pakistan & shrilanka) R N. 
Sachdu, New/ Delhi 1987. P. 129. 
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STATEMENT-2 
INDIA'S EXPORTS TO BANGLADESH: 1980-81 TO 1984-85 
(VALUE: OOP TAKA) 
Commodity 
1. Food and live animals chiefly for food 
2. Beverage and tabacco 
3. Crude materials, inedible except fuels 
4. Mineral fuels, lubricants and related material 
5. Animal and Vegetable Oils, fats and Waxes 
6. Chemicals and related products n.e.c. 
7 Manufactured goods classified chiefly by 
materials 
8. Machinery and transport equipment 
9 Miscellaneous manufactured articles 
10. Commodities and transaction not classified 
Total 
Source:- Govt, of the peo 
statistical year bo( 
1980-81 
49154 
12676 
92145 
31440 
13577 
123793 
315940 
683255 
24305 
430 
1446715 
pies F 
Dk Of 1 
1981-82 
290729 
19716 
122941 
76055 
-
152996 
236809 
658081 
20708 
565 
1S78600 
1982-83 
412762 
196 
270788 
44557 
136 
122627 
290897 
391581 
36453 
697 
1570694 
Republics of 
Bangladesh. C 
1983-84 
139610 
8441 
371861 
57729 
173 
162725 
403040 
523497 
23916 
406 
1691398 
1984-85 
444158 
-8255 
193663 
81554 
6525 
145969 
629486 
368767 
52907 
489 
2431773 
Bangladesh, 
)haka, 1986. 
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STATEMENT-3 
INDIA EXPORTS TO BANGLADESH: 1986-87 TO 1989-90 
(VALUE: OOP TAKAl 
Commodity 
ToUl:-
1. 
2. 
3. 
5. 
6. 
7. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19 
20 
21 
Live animals; animal products 
Vegetable products 
Animal or Vegetable fats and Oils and 
their cleavage products; prepared 
edible fats; animals or Vegetable waxes. 
Prepared foodstuffs, beverages, spirit, 
Venegar tabacco and manufactured 
tobacco substitutes 
Mineral Products 
Products of the chemical or allied industries 
Plastics and articles thereof; rubber and 
articles thereof 
Raw hides and skins, leather, furskins and 
articles thereof; saddlery and harness; 
travel goods, handbags and similar 
containers; articles of animal gut (Other 
than silk-work gut) 
Wood and articles of wood; wood charcoal; 
cork and articles of cork; manufactures of 
straw, of esparto or of other plaiting 
materials; basketware and wicker work 
Pulp of wood or of other fibrous cellulosic 
material; waste and scrap of paper board; 
Paper and Paper Board and articles thereof 
Textiles and textiles articles 
Footwear headgear umbrelas, sun umbrellas 
walking-sticks, whips, riding-crops and parts 
thereof; prepared feathers and articles made 
therewith; artificial flowers; articles of human 
hair 
Articles of stone, plaster, cement, asbestos, 
mica or similar materials; ceramic products; 
glass and gallsware 
Natural or cultured pearls precious semi-
precious stones, precoius metals, metals 
clad with precious metal and articles thereof; 
imitation jewellery; coin 
Base metals and articles of base metal 
Machinery and mechanical appliances; 
electrical equipment; parts thereof; sound 
recordeds and reproducers, television image 
and sound recorders and reproducers, and 
parts and accessories of such articles 
Vehicles, aircraft, vessels and associated 
transport equipment 
Optical, photographic; cinematographic, 
measuring, checking, precision, medical or 
surgical instruments and apparatus; 
clocks and watches; musical instrumnets, 
parts and accessories thereof 
Arms and ammunition, parts and 
accessories thereof 
Miscellaneous manufactured articles 
Work of art, collectors pieces and antiques 
1986-87 
56113 
382 
418 
14769 
1987-88 
42 
14146 
40 
1092 
95147 
280 
16371 
218 
1988-89 
42035 
508 
1300 
23886 
82 
165 
10 
376 
705 
630 
3801 
996 
27309 
132 
919 
648 
106788 
2260 
19346 
479 
11 
25610 
1989-90 
205302 
40 
18238 
47 
327 
61 
10338 
360 
42742 
7515 
233 
166707 
1297 
3981 
137 
18 
206 
4168 
6905 
1021 
Source:- Bangladesh Bureau of statistics, 
Book of Bangladesh. 12"" eidtion, 
Statistical year 
Dhaka, 1991. 
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